Speaker 1 (00:00):
Welcome to the Athlete CEO Podcast. Each week we aim to bring you world-class interviews with the brightest, most successful entrepreneurs, innovators, athletes, and business minds today to share insights on how to leverage your wealth for maximum impact in all areas of life. You won't be hearing any vague theories or strategies from us. Our guests have walked the walk and are committed to sharing the best of what they know so you can apply the lessons they've learned, sometimes the hard way, whether you're an athlete, entrepreneur, or just curious what drives the success of these guests. This podcast is for you. Now let's get to the show.
Erik Averill (00:34):
Hey everyone, welcome back to the Athlete CEO Podcast. I'm your host, Erik Averill, and I am absolutely fired up for our listeners today. We have an exciting interview with a close friend of mine, a former professional baseball player, what I would call a reformed attorney, and now a venture capitalist. Randy Newsom, welcome to the podcast.
Randy Newsom (00:58):
Erik, thanks for having me, even in these strange times.
Erik Averill (01:01):
Yeah, definitely unprecedented times specifically in sports and surrounding baseball where we'll talk a lot about today. Randy, I should introduce the listeners to what exactly it is that you do, the company in which you work with at X10 Capital. Would you give us a little background of your inception of X10, what this big idea is and then we'll get to jump into what are these crazy times in the MLB?
Randy Newsom (01:31):
Sure. So it seems in some ways that were more relevant than ever. X10 bore out of, our founders, Dave Beirne and Buck French. Dave is one of the eBoys, started Benchmark Capital, their first 400 million, became $8 billion and he jokes, it's better to be lucky than good. But they were very good and they've continued to do good and he is larger than life presence. Great guy but he also works with a bunch of athletes on the side. He looked at them like entrepreneurs.
Randy Newsom (02:01):
And if you're an entrepreneur, how do you go about scaling out your business? And athletes are in the same exact situation. And so X10, what we've really done is we've built a company that is completely dedicated to helping athletes become more valuable. So really they get to live lives better off the field and play better and be more valuable on it.
Randy Newsom (02:20):
And the way we do that is investing just like you would at any private equity. So our fund is $200, actually now it's about $250 million fund. The way we've set it up, we've worked with 40 some major league athletes at this point and what we do is we invest a lump sum upfront with these guys to give them the financial security to really start investing in their careers, to make better decisions and to honestly have that peace of mind in times like these when things are so uncertain, having money and having that financial security allows guys to do a lot of things differently than they would if they didn't have that.
Erik Averill (02:49):
Very fascinating. I appreciate the detail on it and something that you've said in previous conversations that could not be more apparent today is that while baseball is a game, professional baseball is a business. I think we're seeing this on full display with the economics or the uncertainty around the economics of baseball and the world in general. We're learning that maybe guaranteed contracts aren't necessarily always guaranteed.

One of the things I'd love to hear you talk about is to break down what you mean cash up front for percentage of ownership. Is this something that you guys can claw back? Can you break down the difference between the equity and the loan products that are out there? I know you're not the only player approaching players with deals right now.
Randy Newsom (03:45):
So my background first is I was a player. I played, luckily I was signed out of a D-III school. I was an undrafted free agent. I somehow convinced them to keep giving me a job every spring till I got to AA. And then they sent me up to the Arizona Fall League and I was out there and I was like, these guys are the best of the best, this is the next place.
Randy Newsom (04:02):
And one day we were having a conversation in a locker room. There were seven guys who were top 100 prospects in baseball America at the time and were like, I don't know if I can play more than a year or two if I don't get to the big leagues, I don't have the money. And I sat there and thought about it myself and I was like, these guys are guys that signed for millions dollar, $500 and they're having that problem. I literally signed for $0 and a plane ticket to the wrong place, true story. Thought I was going to Lowell, I ended up in Fort Myers, the Red Sox had me down there, as the 22 year-old closer in the Gulf Coast League, which is always a promising sign.
Randy Newsom (04:31):
But I talked to these guys and it made me realize, there had to be a better way for us to share the risk with people that really invested in our careers, which at time where the fans and so I created Real Sports Investments with one of my former teammates and a buddy of his that had an MBA and we worked with some great people there.
Randy Newsom (04:47):
And really our entire thought process was in an uncertain world, how can you gain some certainty. how can you gain that edge, that competitive edge? And our thought was capital. So what I did was I sold a percentage, a very small percentage for $50,000, with the sole intent of using that money to get me through two off seasons where I could go train like every other first rounder was, what was Athletes’ Performance, now EXOS. And give myself that chance at competing at the highest level.
Well, if you're a major league player right now, you have the same issue. You break into the big leagues, you're cash poor compared to the guys in your teams that are making, $10s, $20s, $30 million and they have that. And so when they go through a time like this, some of those guys who have already banked $30, $40 million, are looking at this as a time to develop and do things. 
Randy Newsom (05:25):
Whereas you're worried about your bottom line or just paying your bills or getting groceries, that's a competitive edge to them. And so what we tried to build, and we're purpose built for this at X10. Is a company where we do give you that upfront financial security by giving you millions of dollars upfront for percentage of what you may earn into the future. What I mean by may earn, we have a percentage, it's set up so that there is an earnings cap for guys and everything else so that we make sure that this is a fair deal for all. And as that we use that as a platform to jumping off at X10 to then help players go through their career. This is a relationship that will last your whole career and our network is open to you. Whether that's personal or professional, we will do everything we can because we're now financially aligned.
Randy Newsom (06:03):
We've given you this investment and now we have a percentage going forward so we have every reason to try to help you become a better person, better player, more valuable, whatever it may be, our interests are aligned and as a result we're really trying to give guys really three things. We're trying to give them that financial security, which gives them a peace of mind to play better. It gives them a competitive edge over their peers because they can invest in their careers in different ways. And to be honest, they give a lot of guys leverage, which is what teams are using to get guys to sign bad deals. It’s what teams are using to get guys in arbitration for less than they're worth or to not go to arbitration, whatever it may be. Teams are leveraging players left and right like you would in business. We're helping players become that business right back and the guys that we work with are having huge success in really going out there and treating themselves like an entrepreneur would and treating themselves like a company and treating their professional baseball career as a career.
Erik Averill (06:50):
Powerful messaging. A few things stuck out to me is, and you started to hit on at the very end there is really is the athlete. People have always said, hey, you're an entrepreneur. You got to take a control of your career. Think like a business owner, think like a CEO. But one of the things that resonated is when you took this money as a player or essentially you went out and did an offering of percentage of your career for $50,000, you're no different than Mark Zuckerberg when Facebook is private, essentially saying, "Hey, I've got this asset, or I've got this company, the problem is I don't have capital to go and grow it at an accelerated rate." It's why venture capital firms exist to partner with these entrepreneurs of, they're actually not betting against themselves, they're actually saying, I have so much belief in myself, I need growth capital.
Erik Averill (07:44):
And I think this is so important because of what's currently happening. I'm literally watching this happen with our clients. We're blessed to work with 70 plus major league players right now. Our players that are on these long-term deals that actually are what I would say cash rich, they're not worried about, hey, I'm stuck at home right now. They have these built-out beautiful workout facilities at their home gym. They have batting cages, they have hyperbaric chambers, they have infrared saunas. They literally have all of these things because of their financial security. Whereas I literally always having a conversation with one of our players who just turned down a $50 plus million extension, but he doesn't have cash to literally pay for workout equipment right now.
Erik Averill (08:33):
And so he's in this conundrum of being like, how do I continue to be one of the best in the game, but I don't have money to get the necessary equipment? And so it's just, it's a really tangible example of what's going on currently in the industry. One thing that I'd love to hear your thoughts on is, another thing that you were very intentional of saying is, okay, we're going to give you guaranteed money today for percentage of potential future income.
Erik Averill (08:59):
And as I think a lot of times when I was an athlete or we talk to our clients or agents in the community, a lot of times we treat what our potential is as if it's actually guaranteed. I know I'm going to make $100 million dollars. Can you just shed some light on that? I think now talk about what's currently going on with contracts and what you would just advise players and agents in this time of redefining what is actually guaranteed.
Randy Newsom (09:30):
One of the things we talk about, what are the reasons that people partner with us is we try to help guys through whatever happens, and you don't know what's going to happen with your career and what we're learning from this period in time right now with the coronavirus and prayers to everyone who's facing this in a really tangible way. But what we're learning is that the unexpected happens. And as a baseball player, we're seeing guys that have signed for $35 million guaranteed and everybody said that's the difference between baseball and football. Well, as we just learned, if no revenues are coming in, no revenues can go out. And there's guys that signed for $35 million and hopefully we do have a season this year and they're going to make $25 million. It's not the greatest strategy in the world, but it's not what they signed on the dotted line for it.
Randy Newsom (10:09):
And so I would say the first thing you brought up in your last sentence there was, guys think of what we do is betting against themselves. It's actually the opposite. It's actually betting on yourself. And I'll tell you the reason why is because as a player, any player that makes it to the major leagues has value. They've created value in their career already that has allowed them to get to that level, that highest level, which puts them above all the minor leaguers that are also striving to get there.
Randy Newsom (10:32):
The CBA as it's negotiated, and that's become a huge topic obviously in the last couple of weeks here is, is this a season shutdown happens. But the CBA makes it such that younger players are kept cash poor and older players benefit. As a result, even though you've created value as a first year or second year big leaguer or even a third, fourth, fifth year, you don't get the full fruits of that labor until you get to the free market, which is essentially your seventh year in the league.
Randy Newsom (10:57):
So there's no mechanism until we came along to help guys tap into that value they've created earlier to then utilize that, as you said, build out the career in the way and scale their business the way you would if you were a more established player in the game. And that's the same reason, if you're coming in and you're trying to compete with Amazon or something along those lines, you don't have the capital or the resources to do that. So what you have to rely on is your grid on thinking outside the box, doing things differently because otherwise you're going to keep competing that way and you're leaving some things to chance.
Randy Newsom (11:26):
And so what we've really tried to help guys do is bet on themselves by tapping into that value that they've created for themselves, that they've already earned and doubling down on themselves by utilizing that to go out into the world and either scale their careers by investing in, as you said, infrared saunas, hyperbaric chambers, nutrition.
Randy Newsom (11:46):
There's a lot of low hanging fruit there for guys to improve their performance. But it's expensive. And when you're making, $550K a year, people think, you're making so much money. Well, when you take in the taxes, the fact that you need a spring training place, you need a place to live during the year that you probably have a different place at home. When you start adding this all up, if guys have $100,000, $200,000 disposable income at the end of the year, they've done really well. Well, that's not going to compete with the guy who's making $30 million a year. That's just the reality. So how do you gain that competitive edge? You find great partners and a great network to try to start finding ways to lessen that gap.
Erik Averill (12:18):
Yeah. And it's something interesting to me. The other thing that you talked about and putting some meat on the bone as an example, is you can go out your first, essentially three years and really the first six years of your career and produce insane value for that organization. So take Jack Flaherty in 2019, goes out, gets Cy Young Award votes and gets renewed or essentially he's his back on the major league minimum again. It doesn't negate that he actually has this market value. It's just he's not being rewarded with it because of the CBA agreement. I'm understanding that properly, correct?
Randy Newsom (13:01):
Yeah. The contract that he signed, and everybody's goal. We talked to the guys all the time, they have two goals. Everybody's goal as a professional baseball player is to get to the big leagues, it's to make it to the big leagues. And then the second one is they want to get paid in a way that they don't have to do anything but play in the big leagues. And so there's two points to that goal.
Randy Newsom (13:19):
A guy like Jack Flaherty went out last year and it was easily worth $30 million. If I went out today or let's say these are strange times as we've talked about, but maybe next off season, Jack Flaherty was just randomly made a free agent, but he could only sign a one year deal. What would he get on the open market? Probably $40 million on the season he just had.
Randy Newsom (13:39):
But if he were to sign a record extension for where he's at right now in his career, it would also be about $40 million guaranteed. The difference would be a one year contract versus seven years of team control for the same type of contract. That's crazy, but that's the mechanism of the CBA is to keep younger players cash poor and that's so that owners can afford those bigger contracts down the line. This guys build a brand value to sell tickets, do all these other things. That is the CBA the way it works right now for players and their teams that are now exploiting that because they're getting more and more value out of younger players, which means they're actually more valuable than ever. However, they can’t tap into it and that's where we come in.
Erik Averill (14:16):
Right. I think that that's super helpful. From what I'm hearing from you is, is staying rifting on this. This example is right now theoretically his value of a one year contract would be $40 million, but he sits making $560,000 or $600,000 so they renewed him.
Randy Newsom (14:36):
Yeah, they renewed him, right?
Erik Averill (14:37):
Really as a player, your only option until free agency to unlock your market value is number one, accepting a team friendly deal, which is a significant reduction of what your fair value is or now you guys are another solution that says, hey, instead of having to give up 40% to 50% of your true fair market value over your highest earning years, you can unlock some gains, take some chips off the table, lock in some wins and still maintain your maximum upside. That's really, yes, having the capital to invest in all that stuff, but this is also an opportunity to rightfully take some of the value that you've created for this organization and put it in your pocket.
Randy Newsom (15:24):
100%. It allows guys to do things that weren't available to them before because they're playing at a time when things are happening that weren’t happening before. You didn't have rookies leading seven of the eight playoff teams in their one, two, three. Teams are getting more and more out of their younger players and so the CBA hasn't really caught up to that change.
Randy Newsom (15:45):
A lot of these guys are now not playing anything other than baseball once they get to high school, as a result, they're more skilled when they come up. Well, that's going to keep allowing more and more players to get paid earlier. And now I know that unions working hard at addressing this in the next CBA and others. But until this really, the system changes dramatically, what you're going to have is teams are going to keep offering players that have created huge value for them, 50 cents on the dollar at best because they want them to bet against themselves financially. They want them to be as good as they are on the field, but off the field, they're not going to get them nearly to where they would be if they had their own opportunity to secure a deal.
Randy Newsom (16:21):
And so unless guys, and what we've seen is the feedback loop, most guys would say, okay, I get to a point and then I take a deal. Unless guys are 100% convinced that they can go year to year to year, like Trevor Bauer has done. And there's been ebbs and flows in that. So there are risks that come with that as well. We're trying to tell guys, okay, you don't have to sell 100% of yourself to the team, 100% of your prime, which is what they want. You can take some money off the table right now and utilize that so that you can make the 85%, 90% way more valuable. So we're growing a pie. It's more of a collaborative effort than a zero sum game, which is really what the teams are playing. If I give you a deal for $30 million Jack Flaherty and I get $150 million back, that's 120 million to me, that's not 120 million to you. And that's how teams are building. Look how many teams made the playoffs last year with that exact model.
Erik Averill (17:11):
Yeah. And what I think is interesting is we've seen this happen with numerous of our clients. We have clients that are being offered deals before they've even played one inning in the big leagues and it's significant money. It's $25 to $35 million guaranteed. And unfortunately the rest of the, I would say the industry hasn't caught up. And what I mean by that is, you're headed into free agency or you're deep into the ARB system and you get offered a long-term deal, we can at least go to the disability insurance market. Of course we have to put permanent total disability in as the actual policy but then there's this loss of value rider that says, "Hey, if you suffer an injury and you don't end up earning a certain amount of money, you're going to have an insurance policy pay out."
Erik Averill (17:59):
But because that these young players are not guaranteed to even be offered another contract for a very long time, Lloyd's of London and the disability market it's like, we don't want to touch this with a 10 foot pole.
Randy Newsom (18:14):
Look what's about to happen in the insurance market in the next year or two, products that were designed to help people are going to go away. And so that's one of the things that's been nice for us is that our investors are not the casual sports fan. We have institutional investors, they've been incredible to us. They're allowing us actually to invest more capital into our players right now and extend this fund so that we can keep going and keep doing even more. But the insurance markets, insurance can be great and it can be utilized as a tool to help guys get there as well.
Randy Newsom (18:42):
In fact, it can be utilized with what we do really well because those are expensive products. The good insurance products are very expensive. While total disability isn't how many knock on wood, there's a few, but there's not that many cases of where total disability occurs. It's really the question is what happens if something like this happens in your platform year? What if you last year got hurt and this year is your first year going into ARB and now they revert to last year stats to set your first ARB. How do you ensure against that with an insurance product? You just can't, there's no way to do it and unfortunately there's guys that are just going to get a really raw deal out of this because the timing. There's some guys who might benefit from it for putting on the whole. I think younger players are at a disadvantage because of what has happened in the season shutdown and like I said, I am very hopeful that we'll have a 2020 season.
Randy Newsom (19:30):
I think everyone is, but anyone that tells you with any certainty what's going to happen over the next year at baseball is telling you something that they're hoping for and not as a known.
Erik Averill (19:40):
Yeah. I think that's really wise. If there's hopefully one thing we've all learned through this very, very difficult time is the wisdom to be cautious in speaking of any certainties of the future, really understanding that the only things guaranteed is probably what's already happened or what's currently happening right now. And not putting these assumptions forward of this is what's going to happen. I would love to hear, not even a crystal ball, but I think more of a discernment and a warning of how is this going to impact future earnings for players in the next five to 10 years of decades? TV contracts are being reanalyzed and from players standpoint the value is Mookie Betts a $400 million player? Well, maybe yesterday he was, but today because TV deals are different and revenues are different. He's still the same player, but the economic values vastly different because the industry's different.
Erik Averill (20:42):
I just love to hear your thoughts on that. And then also if you think teams are going to be more aggressive trying to offer team friendly deals in the event. Now that you know that players are hurting for money, what are your thoughts on that stuff?
Randy Newsom (20:58):
Yeah. So I think you kind of brought up a great point. Is that, this is all interconnected and what we're learning from this entire pandemic is that the world is a lot smaller than it used to be and it's a lot more intertwined and so when one thing goes down, another does well, in baseball world, it's still the same thing. All of these things are connected. The reason there's been this explosive growth in revenues is because of the TV rights and everything else, and everybody's saying, well, baseball will go on. There's no way not to make it going well, this is something that actually stopped that. I don't expect that to be something that happens forever.
Randy Newsom (21:29):
However, if you're saying that you don't think that people are going to be a little bit more hesitant to go and sit in stadiums with 50,000 other people, or if you're going to cram yourself. Fenway is my favorite park in the world. But you get to know the person next to you very intimately if you sit there for a full game and it's impossible to avoid. So I do think that there's definitely going to be a change to the live experience for at least the next year. And there's definitely going to be fans that are going to be a little more hesitant to go out and have that live experience. And then with the TV revenue, there's more and more competition every day. And unfortunately baseball, I think the live experience is unbelievably great and I don't think people understand how great it is until they get out there.
Randy Newsom (22:08):
And that's what makes them a fan. And that's what allows the TV revenue. So I think this is all going to get pieced together in a way. I still think baseball is in a great time. I think there's better players than ever. You talked about Mookie Betts, I mean this is an athlete that hasn't existed that much in baseball over the last 20 years. And we have so many of these guys right now, you just mentioned a guy like Jack Flaherty, you look at all the different arms all over the place, guys are getting better. So the quality of the is going up. I think that's what's going to drive it through. But it might take two or three years for that to come back. And we've only seen upward growth for the last 20 years.
Randy Newsom (22:44):
So this is going to be a difference. And honestly, the craziest part about this to me is that you don't have a lot of front office people that were around during the mid '90s, the late '90s when there was a downturn. Nobody's ever navigated these waters on the team side either. So what's going to happen? I don't think, I know. I do think teams are going to be more aggressive because as I've told you before, if you look at how many GMs, guys that hold the title of GM right now, they are nine times as likely to have worked at a top three consulting firm than to be a major league player. Jerry Dipoto I think is the only major league GM right now with that title that played in the big leagues, nine workday, Bain, McKinsey or Boston consulting group. It's crazy. 16 have a Ivy league degree of some sort.
Erik Averill (23:27):
Wow. Yeah.
Randy Newsom (23:28):
And when you start thinking about this, you're talking about guys that are arbitrage dealers. I mean the Tampa Bay Rays were founded by a bunch of arbitrage traders and look at what they've done. Remember you said this, 10 years ago, I guess now, 14 years ago, Evan Longoria signs a contract and we looked at each other and were like, that's crazy. That he signed after two days in the big leagues. We've had a handful of players, more than a handful signed before they even get to the big leagues now. We've got AA players signing for $25 million.
Erik Averill (23:59):
Well, I think that brings up such a good point and is a good transition into this is going back to the standpoint of understanding and it's not a negative thing. This is a beautiful thing, this is a huge business. The ability and the fact that these type of revenues are inexistent that draws wall street traders and consultants to this industry is what gives every player the opportunity to play a childhood dream for a living. This is such a good and incredible thing. The difference that we're learning is unless the players decide to take ownership of their own careers and start to have the maturity to see themselves as business people who need to make business decisions. And what I'm not saying is that you have to become a Ivy league grad, but it's now who are the people that you're surrounding yourself with who can help you understand these business decisions is very important.
Erik Averill (25:02):
I made this comment on a different podcast for our company is, the scary thing about these crisis moments is everybody becomes an expert. Everybody now is offering financial advice. Everybody's now offering you career advice. The fans in the stands are telling you what should happen when in reality you need to take a step back and say, hey, who is an expert? Who's credentialed to give me this advice in the primary function? And so when we're looking at these types of X10 deals or anything else's, this is a financial product. Who is your certified financial planner to do this when it comes to the valuation?
Erik Averill (25:43):
I think this is a fascinating question to me is like when I talked to a lot of our clients or players in general and I say, "Hey, what is your fair market value?" They look at you cross eyed as if that's an unknowable. The reality is every team, your guy's company, any competent agent should be able, at least based off of the information we have today with no crystal ball and understanding markets move and change instantly. They should be able to give you some general direction based off of how you're valued. Can you speak into just as a player, what type of information should they expect, should that they have when it comes to their career so they could be making educated decisions.
Randy Newsom (26:23):
Yeah, that's great because I think this is a question that goes overlooked. You have this question that comes up all the time and we've had this. I know we share a lot of clients in common, but players often ask me what should an agent be doing or what should a financial advisor be doing or what should a mentor even be doing? And the answer is for each person it varies. But as I've told people, in terms of agencies and what agents should be, they're there to help you navigate the business of professional baseball and that can take on many forms.
Randy Newsom (26:53):
Your financial advisor, it should be able to be an expert on financial matters that you don't have the time and energy to spend and learn. And in a time like this, when you have markets up and down and all this volatility, you can go on Twitter and get 50 different opinions. They're probably worth that of a Twitter opinion, right?
Randy Newsom (27:09):
So when you start looking into it and digging deep, first, every player's got to ask themselves, what are they really trying to do? What is my career? And every guy says very similar to the same thing and they should, I want to play 10 years in the big leagues and I want to win a world series. Those are great answers. But when you start digging into what does a person want, what are your values? What are you really? And that's where we really try to get in with guys is like, if you want to be a broadcaster in your post career, you can't start that the day after your career ends. I have this great story and I told people, I worked in the Red Sox front office briefly.
Randy Newsom (27:43):
When I was in law school they were nice enough to give me the guy who gets coffee's coffee's job. And one day they were interviewing AAA managers and they said, "Hey, you spent a good amount of time in AA and AAA. Do you want to talk to some of these guys?" And they didn't give me the same heads up, but the guy that came in, first was like our AA manager and they made a lot of sense. The next guy that came in was Ryne Sandberg and they were like, what do you got on Sandberg? And I'm like, if you're going to put me in front of a guy that signs a ball with an HOF on it, you've got to give me a heads up.
Randy Newsom (28:14):
But I asked him this, it was an interesting question. You looked at his career journey and what had happened was he literally took four years off after his career and then when he got back into the game, it had changed so much that he worked his way up from like, he was short season A . This is like a Hall of Famer who couldn't get to a big league manager job for another 10 years in the minors. And so I bring that up to say, every guy's got to have a goal. And if you have a goal for what you want your life to do, like a life design, you can work with your advisors and trust with them and say, this is what I want.
Randy Newsom (28:44):
And so when you talk about market value, you've got to have a question here. What am I trying to do? Do I just want to get enough money to be comfortable, to be secure? I'll tell you this guys, goals change. And so the advice that I give guys is you want to be paid fairly and the reason you want to be paid fairly is because you don't want to look back at your career with the regrets.
Randy Newsom (29:02):
Hal Morris is one of our team members and he's been unbelievable and he's played 10 years in the big leagues, hit 300 plus. Then he went back and got a Stanford business degree. And so he's had a lot of teammates talk to him about finances. And one of the things they always say is, I wish I wouldn't have done this because I wasn't paid fairly. It doesn't matter, they still have enough money. You look at a Clayton Kershaw and Madison Bumgarner, I promise you that Madison does not, he will never spend the money he makes in his career. He won't find a way to do it, but I promise you that it irks him that guy who he sees as a peer and should see as a peer is going to make $300 million more than him in his career. He's just not paid fairly. And that doesn't matter whether you're major league star or you're the garbage man down the street, everybody deserves to be paid fairly and that's what they want.
Randy Newsom (29:46):
And so your market value when you're valuing is what is the fair market for someone in your position? And it might not align with your goals to be the guy who goes straight to free agency. Who goes year by year by year, Trevor Bauer or Mookie Betts. We get countless guys who are now starting to do it. But when you look back and you say, okay, well I want to be paid fairly. Okay, how do we do that? Okay, you've done this in the major leagues at this point in your life and this career. What is it going forward? And as you said, it's pretty easy to get what a fair market value is. You just have to be objective with the data and be okay with the fact there's going to be guys that you want to be compared to in that model. And there's going to be guys you don't want to.
Randy Newsom (30:24):
And anyone that's not willing to show you the guys you don't want to or even show you just guys that you want to be in that model. Everybody wants to have Pedro Martinez in their model. I don't know how many guys want Ramon in there.
Erik Averill (30:36):
I think that's helpful. So what I'm hearing from you, and I think this is important for every single player to hear and to also understand that, hey, us as an advisory people within your career, whether it's your agent, your financial advisor, your strength coach, your spiritual advisor, we all work in integrated to serve you of what's important for you to accomplish. You are essentially our boss, we work for you. And I can tell you this based off of our example of working with 70 plus big leaguers, our client base is represented by over 30 individual agencies. And so we've seen the good, the bad, the ugly. We've seen the capabilities, all of the good agents have access to the data that teams are basing these contract offers in your fair market value off of.
Erik Averill (31:29):
And so it's essentially same way that they're putting together an ARB for you is at pretty much any time in your career they should be able to lay out and say, "Hey, based off of the data, now could this change if you're better or worse next year? Absolutely. But based off of who you are, if you stay consistently this is what your value is and here's where you're at in the system." And what you said is super helpful because that's just a starting point and it's very much, it's never either or. Do I just want financial security or do I want my full market value?
Erik Averill (32:04):
It's usually a pendulum between the two. But until you actually have knowable numbers, without data, you're making emotional decisions. I've heard agents criticized X10 type deals in the past of like, that's ridiculous, that that feels wrong. Those are all emotional responses as opposed to here's what the data says, here are your offers, here is how it does or does not align with your goals as your family and it's optionality. I think at the end of the day it's all about the optionality.
Erik Averill (32:39):
And then this environment has also hopefully made all of us pause to sit there and say, how much of our future is guaranteed? What is the degree or the probability of risk to our future earnings? I just think that that's a really prudent thing to do no matter what walk of life you're in is going. These ancient Proverbs like one in the hand is better than two in the bush. There's a reason for 2000 years these Proverbs have been relevant.
Randy Newsom (33:13):
It's funny you say that because everybody thinks of us as this new disruptor. I don't know how many people have called us a disruptor. And all I think we've done is in our team and we're committed to this, is we've taken a model that has been proven incredibly effective and created huge amounts of wealth for people over the last 40, 50 years since its invention and applied it to a set of people that are being arbitraged by a system that's kind of archaic.
Randy Newsom (33:37):
So we're literally just taking something that's been proven successful in giving people the tools to navigate those waters in a way that is not only smart as a business person, but also helps guys live better. As a baseball player, I think people think these little life is easy. And you said this earlier and I think one of the things you've talked on is service. These guys need help. They know they need help. You can't navigate these waters alone. It is a complicated business with a lot of moving parts. And I think the best advisors, whether that be financial or agents or even you said spiritual mentors are the people that get to know their clients, get to know the person they're advising. And really understand what makes them tick, what helps them develop that real personal connection.
Randy Newsom (34:19):
And I'll compliment you guys. I think the craziest part for me is you can name all 70 of those people without even looking at a list. You could probably put them in there and that's because you put in the time and I think what we're seeing is the more time guys spend, the more time people spend with their advisors and actually give them the real truth. This is one of the things I think I would tell players to help their agents with. You need to tell them the truth. If they're shooting at a target that keeps moving, it's really hard for an agent to advise a player on what to do with his life and his career. The same with you guys, if you have one financial goal, but it's really hiding a bigger one it's going to be tough for you to really plan in that regard.
Randy Newsom (34:54):
But right now in these uncertain times to have these honest conversations, I think it's a great time for people to really look back what's important, what do I really want and how do I get there? And putting that plan into place with integrated professionals is just smart. It just accelerates your curve because if you do it yourself, you're going to fail somewhere because you don't have enough time to be an expert in anything. I don't have any time to be an expert in almost anything. Is my wife routinely will tell me. But I joke there, but the truth is that we rely on each other in different people to help make our lives easier. And that's what I would advise guys to do now is take stock, you have a little bit of time away from training in the off season, away from all the family commitments, away from everything and really take this time to come up with a game plan like you would.
Randy Newsom (35:37):
We've talked about a time and time again, if you were facing through the line up the Yankees had put together for this season, you wouldn't go in and just say, I'm going to wing it. You're going to go face judge and Stanton. I said this all sudden there's a bunch of left-handed pitchers that are immediately like anywhere but the AL East. And so if you were not going to treat your career that way on the field, why would you treat anything in your career that way? Have a game plan for every single thing you do and have goals and ways that you want to succeed and then measure them and your advisers can hold you accountable and hold themselves accountable to those standards. And if you do that, I think you have a much more successful relationship with them as well.
Erik Averill (36:17):
Yeah. That is so key. And the thing is, is that it makes it a lot more fun for us as the advisors to work with the athlete who is actually taking ownership of their career in that way. And what I mean by that is it doesn't become us as advisors trying to convince somebody to do something. It's more of like, hey, we're now partnering with a true professional that we can sit down and say, as the player, the player takes this ownership that, you know what, it's my performance that's actually going to dictate my value. My agent's not going to make me more valuable or less valuable. I'm not asking them to do something that is unrealistic. I'm holding them accountable to say, "Hey, your job is to help me provide my proper valuation. And ultimately help me negotiate better terms beyond my present day value, to help me maximize my potential."
Erik Averill (37:11):
But you're not blaming your agent or looking for them to do things that's actually not in your best interest or their expertise. Is like, let's reaffirm the value of the great agent and uphold that and say there's some really important jobs that they do. Let's not get distracted with concert tickets and XYZ. I think it's important. And then the other thing that I'm seeing-
Randy Newsom (37:36):
Shining objects really.
Erik Averill (37:37):
Yeah. It's something you guys have doubled down on your investment. I'd love to hear your thoughts on it and the good agents are doing this is. If we know based off of data, what are the metrics of how teams are valuing players? The good news is that you can know, how do I increase my value? What is the organization expect of me and how does the industry value me? Can I put a game plan in to actually get better? Could I increase my actual skill development? Can I hit more home runs? Can I create more exit velocity? Can I increase my spin rate? The exciting thing is with the right partners who can help you understand how you're valued in the marketplace, you now actually have a game plan on how to get better. And would you share a little bit about how you guys partner with athletes in that situation? Even though it's a byproduct of what you do, I think it's probably one of the most valuable things.
Randy Newsom (38:33):
Yeah. It's one of those things. First of all, this is the most exciting time. I wish my career was 10 years later in some ways because there are such great resources for players to get better. And teams, they do seem to change what they want every couple of years. However, there's ways to build skillsets to map those and if you have natural raw tools to get there, working harder and working smarter now can help get you there. Before that gap seemed insurmountable in a lot of cases. But we're seeing it happen all the time. How many 28, 29 year old guys are starting to close that gap and pop up because they unlock that tool. Whether you're looking at the MVP machine or Swing Kings or whatever else books are out there. A lot of people are taking stock and looking at this.
Randy Newsom (39:16):
I think the one thing we've been ahead of the curve on, and we just doubled down on it by hiring guy named Brendan Harris, is our player development director. Teams have always had a player development director. They try to help players in mass get better. And they have their individual player plans. But the truth is there's too many players for them and there's not enough people that are focused on their career specifically to allow them to unlock every little bit.
Randy Newsom (39:40):
So what we've done at X10 because it's in our best interest, once we've partnered with guys, we have every reason to be aligned with them and try to help them have the best career they possibly can and play for as long as they can. So we brought in a guy named Brendan Harris, played eight years in the big leagues, then he went to Wharton. Got his MBA from an Ivy league institution. We're trying to build out a front office for players and agents to utilize as well, is that we're staying on top of the technology and making sure that we can help guys come up with the best way to improve, to make themselves more valuable to the market. Because if you're trying for right now and your first year player in the major leagues, by the time you get to free agency, it might be a different game, because it just was for the guys that came in six years ago that are going in now.
Randy Newsom (40:21):
Spin rate was barely a thing. And now, we saw a guy like Zach Wheeler get paid basically off of one great season on the field, but a lot of metrics that you could see he's had his whole career. So they think it's going to keep going. So when you look at that, you say, okay, how do I become more valuable? Well, we're doing our best to help the guys we've partnered with gain an edge by saying, okay, this is good, we're combining it across agencies, across teams, across even sports. Our football side's unbelievable. My counterpart is Mark Dominick. He used to be the GM of the Tampa Bay Buccaneers and had 20 years of scouting in the NFL, brought up Brad Hopkins who's a two time pro bowler.
Randy Newsom (40:56):
We have all these best in class people that are helping our guys figure out how do you become the best version of you? And what is that that's valued in the marketplace that you can achieve? And so when you start looking at it, if you're a guy who your whole life has been throwing a sinker in the marketplace, sinkers, you got to change, you got to adapt. That's just the unfortunate part of it, however, as we've told guys, if you throw the best sinker in the game, there will be a place for you. If you have the best curve ball in the game, there'll be a place where you.
Randy Newsom (41:25):
So if you can take a skill and make it elite, there's a place. And so what we're really trying to do is help guys build some of those elite skills with the technologies out there. And part of that is also avoiding the pitfalls that come with, like we've talked about baseball Twitter or the fact that everyone now gets to have an opinion in the social media world. Guys see these Instagram videos and like, I want to swing like that. And it's like, well, that's great except for it only works in the cage. And there's plenty of stories of the Justin Turner's and the JD Martinez's, there's not as many stories about, unfortunately, like the Allen Craig's or guys who may have seen a guru somewhere and fell off. It's not that they didn't work hard, it's actually the opposite. They work too hard.
Randy Newsom (42:04):
I saw a guy that retired the other day and one of the things he was saying is he just worked so hard and tried so many things that he couldn't get back to the player that he was when he first had success. And I said, you know what, I can feel that. There's so much information coming in now, you've got to be careful what you let in. And so that's why I think you guys, agents, coaches, the guys you trust have more influence than ever and they should because I do think there's more information in getting good information is as valuable as anything else in this world right now.
Erik Averill (42:29):
Yeah. That's so key. The good information. On an earlier podcast I was actually focused on the draft. We had an opportunity to interview Bobby Stroupe down at APEC who happens to be Patrick Mahomes.
Randy Newsom (42:44):
Bobby's the best. Bobby's one of the best. He's not talked about like Cressey, but he is in that realm for us.
Erik Averill (42:50):
He's fantastic. Mahomes has trained with them since he was in fourth grade and the big leaguer after big leaguer. And one of the things that Bobby said that is so key is don't hire me because of the notoriety and success of who my clients are and what they've done on the field. You hire me because of the data in the results that I've produced for clients. And I think that that's huge as lazy thinking is to transfer a successor the authority that, hey, they work with Jacob deGrom, they must be able to handle my money. And it's like, no. The reason Jacob chose them is because they're certified private wealth advisors and certified financial planners and CFAs and CPAs, that's very important as lazy thinking goes, I'm going to just choose it based off of somebody else's generality as opposed to credentials and expertise.
Erik Averill (43:47):
And I think that this is key for what you said is like, hey, you know what, you might love your slider or your swing, but if the data actually shows you it's not going to work, don't get mad and emotional about it. Take ownership and make a change. And I think being a player today, there's never been a better opportunity because of the tools and the advisors that are out there from the best agencies to people like X10, to groups like us that are saying literally we have data to make decisions. It's like in the financial market, we don't guess, we're not emotional. The markets are moving up and down, people are buying and selling and it's like you guys are literally just making every bad decision. How about we stick to the plan?
Randy Newsom (44:34):
I think we have very public examples of people making really, really bad decisions in the face of really, really good data.
Erik Averill (44:39):
Yeah, it's crazy.
Randy Newsom (44:40):
No. And to bring up your point, I think you're highlighting two things here. One, Jacob deGrom picked you guys and I think you're underselling you guys, but Jacob deGrom likes to win, so he's surrounding himself with people that help him win. His competitive nature is not going to just stop in between the lines. He's going to go out there and be the competitor he is in life and so he's going to surround himself with guys that are going to help him win. The thing I love about, you brought this up, Bobby Stroupe the guys at APEC and it's actually the whole team at APEC is fantastic.
Randy Newsom (45:11):
The same with Cressey performance. If guys ever need resources, feel free to reach out to us because we've literally seen it all now and Brendan Harris and Hal Morris have done a great job of vetting so much of this stuff for our guys. But the thing I love about Bobby and the APEC guys that they do so well is personalization. And I think it's something you guys actually share in common with him is that one of the things I like about athlete wealth and a couple of the great financial advisors around the country and it's the same thing with great agents and same thing with hopefully partners and business partners. The personalization is the aspect that guys are missing a lot of times. There are great practices that work for so many people and may not work for you. We're seeing it right now with this virus, there's 98% of healthy, 30 and under people aren't going to get hit by it, but for some reason 2% are.
Randy Newsom (45:56):
We don't know what that is and things personalize. So if there's a better example that you look at a guy like Jacob deGrom, I think I've heard he throws year round, I think he throws the whole year. And guess what? It works for him. He's the most dominant pitcher in the big leagues right now or he's in that argument. So when you start saying, okay, if I told every player to do that, it'd be crazy, you'd be stupid.
Erik Averill (46:20):
Terrible.
Randy Newsom (46:21):
You'd have guys blown out left and right. But it works for him. And guess what, it might work for others, but you need to personalize it. And the thing I like about what you guys do, it's the same thing on the Well side, it's the same thing with Bobby and theocracies of the world and there's a guy down in Houston, Ben Fairchild who does a fantastic job. They make sure that they get the data so they can personalize the plan, which is the same thing you should do in everything in your life. And so to say anything's one size fits all, you said this earlier, there were people that blew us off at the start and just said, that's stupid, it's risky.
Randy Newsom (46:51):
Well, maybe it is for someone. I don't know how getting guaranteed money upfront for something that might not happen in the future is risky. But we were new and it took us what? Now we have 40 guys and the truth is we're not for everybody, we don't work with everybody. I don't want every major leaguer, I can't help every major leaguer, but I can help the best of the best. I can help those guys take that next step. And we can definitely do that in a way with our team that allows us to personalize the experience so that guys are getting not only the best opportunity for themselves but then the best data moving forward because that's going to allow them to continue to develop as people and as players. And that's going to be that advantage allows them to play until they're 40.
Erik Averill (47:27):
Yeah. I think there's so much wisdom on that. Summarizing what you said, it’s really the intent of the Athlete CEO Podcast. This isn't about trying to highlight how great we are at AWM or how great everybody else is. It's literally saying, hey, how do we equip our athletes and venture capital community with true evidence-based information that you can take back to your Certified Private Wealth Advisors or your expert team and implement this information. Because to your point, most of this stuff is optionality. It's us teaching you how do we take a professional approach to all of our decision making throughout our life on the field and off the field. And hopefully aligning yourself with an advisory team that specifically on the X10 deal. If you're hearing comments like, I just don't like it or it's dumb, it's emotionally charged things, that would give me a pause concern and make me recheck who I am trusting with my career because they're not actually looking at it to say, is it a good deal or bad deal? I have no idea.
Erik Averill (48:38):
Ultimately somebody's offering me a contract. Now it's my job to evaluate is it a fair market deal? Does it align to my goals or does it not align to my goals? And there's no blanket statement and same thing on the financial side is, you know what, I'm thankful that there are 2,500 Certified Private Wealth Advisors in the United States. I'm not the only one. There are other qualified groups. What we just want is to make sure that our clients get in the hands of the top 1% tiered professionals in whatever venture it is.
Erik Averill (49:10):
Same thing on the agent side. Unfortunately, I think there's more registered agents than there is athletes across the sports, that's an issue. There's a reason 80% of them are with the top three to five. We know these things. So hopefully what you take away from this as the athlete is to say there isn't probably a better time to be an athlete, to have knowable information, data accessible. And if you take the ownership of your career and decide to have this business mindset, you can find some incredible an advisory team to put around yourself to help you achieve your goals.
Erik Averill (49:45):
And so Randy, this has been so helpful, so valuable. I want to be respectful of your time as we wrap up here. Any parting words or thoughts? I love doing this analogy, if you're sitting here and you had a one-on-one conversation with both a player and an agent and you knew you were never going to see him again, what are the last parting words that you would share with them?
Randy Newsom (50:09):
Yeah. So I think you touched on part of it, is have a growth mindset. If they've listened this far into the podcast with us, I think they probably have that growth mindset. I think it's probably already there, but have a growth mindset and then as it pertains to us at X10, I think have a growth mindset with us too. In the sense that we offer guys an offer that allows them to become more valuable and live better lives right now and start treating their careers like veterans would.
Randy Newsom (50:36):
And usually the issue that we come across, as you said earlier, is emotionality. Everyone wants to think there worth something and something. But the truth is, the emotional for us is we're almost always offering guys record-setting extension offers in terms of present value. You've got to understand it.
Randy Newsom (50:52):
And so that's why I would say rely on the experts for what they're experts at. And when you start pairing that together, when you start letting financial advisors talk about only baseball stuff or agents dealing with financial matters, there's reasons they're experts in their own fields. I think surrounding yourself with a good team around you is just the same importance as an actual team having a front office like they do. The reason they have so many people that are experts in contracts or player development or whatever it is, is because it makes the organization better.
Randy Newsom (51:19):
If players start looking at themselves just like an organization, a team would. If you're the Cincinnati Reds or the Boston Red Sox, and I'm going to say Cincinnati because I'm from there. But if you start looking at how these teams are built in the front offices, everybody has different skills and you can't have just one person that does all the skills.
Randy Newsom (51:36):
There's never been a team that's succeeded with only having one star and then everyone around him. This isn't the NBA back when Jordan was winning the six. In baseball, you need a full team. And I think that same thing right now, if you put good agent, good financial advisor, good partners in life around yourself and that includes spouses and friends and everyone, you surround yourself with good people, you're going to be more likely than not to have success. And if you don't, you're going to be fighting an uphill battle. And so if that's my last parting word, is the way you make yourself more valuable is to get good partners, whatever that may be, spend your time wisely, spend your capital wisely and make sure that you're surrounding yourself with people that bring joy to your life. And that also just allow you to be the best version of you. You do that you're probably going to do pretty well. And it's a really good time to be a professional baseball player. If you don't, you're going to lose a competitive edge that you could be gaining by living that life.
Erik Averill (52:29):
Wow. Powerful words. I couldn't have said it better myself. Athlete CEO audience, we appreciate your guy's attention. We hope that this has been super valuable. I'll make sure to put in the show notes how to get ahold of Randy and the team over at X10 and I highly encourage you, he is serious that any way that they can help, they will try to do that. Whether you are a current client, future client or actually never become one, they are truly in it for the best interests of the athlete. And so until next time, stay humble, stay hungry, exhaust the moment and take ownership of your career.
Speaker 1 (53:12):
Thanks for listening to this episode of the Athlete CEO Podcast, a production of AWM capital. Please note that investments and strategies mentioned on this podcast may not be suitable for you. We encourage you to discuss your specific situation with a qualified, certified financial planner. All opinions expressed by podcast participants are solely their own opinions and do not reflect the opinion at AWM capital or its affiliates. For more information, visit awmcapital.co.

